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IN THE SUPREME COURT 
OF THE STATE OF UTAH 
TRUE-FLO MECHANICAL SYSTEMS, 
Employer-Petitioner, 
vs. Case No. 860281 
BOARD OF REVIEW OF THE INDUSTRIAL Category 6 
COMMISSION OF UTAH, and DEPARTMENT 
OF EMPLOYMENT SECURITY, 
Respondents. 
RESPONDENTS' BRIEF 
STATEMENT OF ISSUES PRESENTED ON APPEAL 
This case presents the issue of whether the Board of Re-
view of the I n d u s t r i a l Commission of the Sta te of Utah ("Board 
of Review" h e r e a f t e r ) p roper ly appl ied § § 3 5 4 - 7 ( c ) ( 1 ) ( C ) and 
3 5 - 4 - 1 7 ( f ) , Utah Code Annotated, 1953 (Pocket Supplement, 1983) 
( " the A c t " ) , in determining t h a t T r u e - F l o Mechanical Systems, 
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Systems, Inc . ( "T rue-F lo M ) had i n h e r i t e d the wage and b e n e f i t 
costs of Vaughn Johnson & Sons ("Johnson") as wel l as Johnson's 
l i a b i l i t y fo r unpaid unemployment insurance c o n t r i b u t i o n s . 
STATEMENT OF THE CASE 
This is an action before the Supreme Court of the State 
of Utah pursuant to §35-4-10(1), Utah Code Annotated, 1953, 
which seeks judicial review of the decision of the Board of 
Review, dated May 6, 1986 and issued May 8, 1986, Case No. 
86-BR-411 (See Appendix A ) , which affirmed the decision of 
the Administrative Law Judge ("ALJ") in Case No. 86-A-928 
(See Appendix B ) . In that case the ALJ determined that the 
True-Flo had acquired substantially all of Johnson's assets, 
that Johnson had then ceased operation, and that consequently, 
True-Flo had inherited Johnson's wage and benefit experience 
and was also liable for Johnson's unpaid contributions, pur-
suant to §35-4-7(c)(l)(C) of the Act. (All Statutes and Rules 
Applicable to the Case are cited in Appendix C.) The ALJ' s 
decision affirmed the earlier decision of a Department Repre-
sentative. R. 0061,0062 (All "R" prefixed notations refer 
to pages from the record, and are duplicated in numerical order 
in Appendix D.) 
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STATEMENT OF FACTS 
For several years prior to late October, 1985, Johnson 
conducted business as a plumbing, air conditioning, heating, 
and electrical contractor from a shop which he owned at 
578 Redwood Road, Salt Lake City. R.0041,0045,0064 Other 
buildings at that site which were not used in Johnson's busi-
ness were rented to various tenants. R.0046 
On October 16, 1985, Johnson sold the real estate and 
buildings located on Redwood Road to Denny M« Hoffman and 
Jackie Kay Hoffman ("Hoffmans" hereafter) for $200,000. R.0064 
through R.0069 Johnson also sold its equipment to the Hoffmans 
for $7,000. R.0070,0071 The Hoffmans purchased the land and 
equipment for use in a business they were organizing. R.0046 
Johnson retained its accounts receivable. R.0046 
After the transaction between Johnson and the Hoffmans, 
Johnson stopped doing business and began referring potential 
customers to another business. R.0045 through 0047 Johnson 
subsequently declared bankruptcy. R.0046 It was also enjoin-
ed on December 9, 1985 by the Third District Court of Salt 
Lake County from conducting any further business operations. 
(See Appendix A.) 
The Hoffmans incorporated their business as True-Flo 
Mechanical Systems, Inc. ("True Flo") and began operations 
-3-
during September 1985, as a heating and air conditioning 
contractor. R.0043,0055 At the time it was formed, True-Flo 
had no equipment or property with which to conduct of its busi-
ness, other than Hoffmans 1 personal hand tools. R.0043 After 
the Hoffmans acquired Johnson's real property and equipment, 
they leased those assets to their company, True-Flo, for a term 
of five years, for a lease payment of $1100 per month. R.0047 
From the foregoing facts, the Department concluded that 
the real property and equipment which the Hoffmans had pur-
chased from Johnson constituted substantially all of Johnson's 
assets and that True-Flo had subsequently acquired those assets. 
The Department held that under the provisions of §35-4-7(c)(1) 
( C ) , Utah Code Annotated, True-Flo had inherited Johnson's 
benefit costs and wages, as well as liability for Johnson's 
unpaid contributions. The Department then calculated True-
Flo's liability for unpaid contributions, as well as its 
contribution rate for 1985 and 1986, on that basis. R.0061 
SUMMARY OF ARGUMENT 
In reviewing the Board's decision, the Court will decide 
issues of general law without deference to the Board's deter-
minations on those issues, while affirming the Board's deter-
minations of basic fact if they are supported by evidence of 
any substance. With respect to issues of ultimate fact, mixed 
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f a c t and l a w , and i n t e r p r e t a t i o n s o f the o p e r a t i v e p r o v i s i o n s 
of t he Utah Employment S e c u r i t y Ac t which the Board i s empowered 
to e n f o r c e , t h e Cou r t w i l l a f f i r m t h e B o a r d ' s d e t e r m i n a t i o n i f 
w i t h i n t h e l i m i t s of r easonab leness and r a t i o n a l i t y . 
§ 3 5 - 4 - 7 ( c ) ( 1 ) ( C ) o f t h e Ac t p r o v i d e s t h a t an employer who 
a c q u i r e s a l l o r s u b s t a n t i a l l y a l l o f t h e asse ts of ano the r em-
p l o y e r w i l l succeed t o the p redecesso r e m p l o y e r ' s wage and bene-
f i t e x p e r i e n c e i f t h e p redecesso r employer has d i s c o n t i n u e d 
bus iness o p e r a t i o n s . The B o a r d ' s d e t e r m i n a t i o n t h a t T r u e - F l o 
had a c q u i r e d s u b s t a n t i a l l y a l l of J o h n s o n ' s asse ts r e s t s upon 
a c o r r e c t a p p l i c a t i o n o f the p r o v i s i o n s o f § 3 5 - 4 - 7 ( c ) ( 1 ) ( C ) o f 
t h e A c t , and i s s u p p o r t e d by e v i d e n c e of r e c o r d . The Board 
a l s o c o r r e c t l y d e t e r m i n e d t h a t Johnson had d i s c o n t i n u e d i t s 
bus i ness o p e r a t i o n s upon a c q u i s i t i o n of i t s asse ts by T r u e - F l o . 
C o n s e q u e n t l y , t h e B o a r d ' s c o n c l u s i o n t h a t T r u e - F l o has i n h e r i t -
ed Johnson ' s wage and b e n e f i t e x p e r i e n c e shou ld be a f f i r m e d by 
t h e C o u r t . 
§ 3 5 - 4 - 1 7 ( f ) o f t he Ac t p r o v i d e s t h a t a successor i s l i a b l e 
f o r t he unpa id c o n t r i b u t i o n s , p e n a l t y and i n t e r e s t o f a p rede -
cesso r emp loye r . As the Board p r o p e r l y conc luded t h a t T r u e - F l o 
i s Johnson ' s s u c c e s s o r , i t was c o r r e c t i n h o l d i n g T r u e - F l o l i a -
b l e f o r Johnson ' s unpa id c o n t r i b u t i o n s , p e n a l t y and i n t e r e s t . 
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ARGUMENT 
POINT I 
IN REVIEWING A DETERMINATION OF THE BOARD OF RE-
VIEW, THE COURT WILL APPLY THREE DISTINCT STAN-
DARDS TO FINDINGS OF BASIC FACT, QUESTIONS OF 
LAW, AND QUESTIONS OF ULTIMATE FACT. 
The Court has previously enunciated three separate and 
distinct standards of review which it will apply to the deter-
minations of the Board of Review and other administrative 
agencies. See Utah Department of Administrative Services v. 
Public Service Commission, Utah, 658 P.2d 601 ( 1 9 8 3 ) . Those 
standards will relate to determinations of basic fact, inter-
pretations of general law and questions of ultimate fact and 
mixed fact and law. 
The Court affords the greatest degree of deference to the 
Board of Review's findings of basic fact, as is required by 
§35-4-10(i) of the Act which provides in material part: 
In any judicial proceeding under this sec-
tion, the findings of the commission and 
the Board of Review as to the facts if sup-
ported by evidence shall be conclusive and 
the jurisdiction of said Court shall be 
confined to questions of law. 
The quantum of evidence required for affirmation of a find-
ing of fact is " . . . evidence of any substance whatever which 
can reasonably be regarded as supporting the determination made 
. . . " Kennecott Copper Corporation Employees v. Department 
of Employment Security of Industrial Commission, 13 U.2d 262, 
372 P.2d 987 (1962), reaffirmed in Taylor v. Department of Em-
ployment Security, Industrial Commission, Utah, 647 P.2d 1 
(1982). 
A second standard of review is applied to the Board's in-
terpretation of general law. The Court applies a "correction-
of-error11 standard in reviewing such questions. Deference is 
not extended to the expertise of the Board of Review in such 
matters, given the Court's duty to correct misapplication or 
misconstruction of the law. Utah Department of Administrative 
Services v. Public Service Commission, supra, at p. 13; McPhie 
v. Industrial Commission, Utah> 567 P.2d 153 ( 1 9 7 7 ) . 
The third and final standard of review seeks to assure 
that administrative adjudication falls within the limits of 
reasonableness and rationality. In such instances, the Court 
applies the " . . . time honored rule of law . . . that the 
construction of statutes by governmental agencies charged with 
their administration should be given considerable weight . . ." 
McPhie v. Industrial Commission, supra; Utah Department of Ad-
ministrative Services v. Public Service Commission, supra, at 
p. 13. The Court reviews the Board's interpretative rules with 
due regard for the Board's authority to adopt such rules. 
Decisions based upon such rules will be reversed only if incon-
sistance with governing legislation or prior decisions of the 
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Court. West Jordan v. Department of Employment Security, Utah, 
656 P.2d 411 (1982); see also McPhie v. Industrial Commission, 
supra, at p. 14 and Utah Hotel Company v. Industrial Commission, 
107 Utah 32, 151 P.2d 471 (1944). Specifically in such cases, 
the Court has stated " . . . unless the administrative law 
judge's decision based on the Proposed Rules and Regulations 
is outside the limits of reasonableness or rationality, we will 
uphold it." Kehl v. Board of Review of Industrial Commission, 
Department of Employment Security, Utah, 700 P.2d 1129 (1958). 
In summary, the Court has characterized its role as that 
of sustaining the Board's findings of basic fact if supported 
by evidence of any substance, while reviewing the Board's in-
terpretation of general law without deference to the Board's 
conclusions. An intermediate standard of review applies to 
questions of ultimate fact; on such questions, deference will 
be extended to the Board's expertise and the Board's findings 
will be reversed only if outside the limits of rationality and 
reasonableness. 
POINT II 
THE BOARD OF REVIEW CORRECTLY DETERMINED THAT 
TRUE-FLO HAD ACQUIRED SUBSTANTIALLY ALL OF 
JOHNSON'S ASSETS. 
The Utah Employment Security Act (§35-4-1 et seq., Utah 
Code Annotated) establishes a system for assessing unemployment 
- 8 -
contribution rates to employers based upon wages and unemploy-
ment benefits paid to former employees. This method of deter-
mining contribution rates is commonly referred to as an "exper-
ience rating system". Since new businesses do not have a wage 
and benefit history of their own, they are initially assessed 
contribution rates based upon the experience of their particu-
lar industry. §35-4-7(b), Utah Code Annotated, 1953, as amend-
ed. However, a different treatment is set forth in the statute 
for those employers who have acquired the assets of another 
employer. §35-4-7(c)(1)(C) of the Act provides in material 
part as follows: 
If an employer has acquired all or substan-
tially all the assets of another employer 
and the other employer had discontinued 
operations upon the acquisition, ~. I . the 
benefit costs of both employers, and the 
payrolls of both employers during the qual-
ifying period shall be jointly considered 
for the purpose of determining and estab-
lishing the acquiring party's qualifica-
tions for an experience rating classifica-
tion. . . . (Emphasis added) 
In those cases where the foregoing statute has application, the 
business which has transferred its assets and experience rating 
is referred to as the "predecessor"; the entity which has ac-
quired the assets and experience rating is referred to as the 
"successor." 
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The first criterion established by §35-4-7(c)(1)(C) of the 
Act is that the successor must have acquired all or substantial-
ly all the assets of the predecessor. 
In this case the record establishes that all of Johnson's 
business assets, with the exception of its receivables, were 
sold to the Hoffmans. The Hoffmans then leased the assets to 
their company, True-Flo. True-Flo does not contest the finding 
of the ALJ and the Board of Review that the assets in question 
constitute substantially all of Johnson's assets. However, 
True-Flo does argue that those assets were not "acquired" by 
True-Flo within the meaning of §35-4-7(c) (1) (C) of the Act. 
True-Flo contends that the term "acquire" means "to become the 
owner of property" and lists several cases as authority for 
that definition. (See Petitioner's Brief, p. 6.) The cases 
which True-Flo cited deal with condemnation of property for 
public use, private contract disputes, and mortgage redemption. 
They do not interpret the word "acquire" as it is commonly used 
in unemployment contribution matters. However, Other courts 
have considered the meaning of "acquire" in such a context. 
In Sea Crest Hotel, Inc. v. Director of Division of Employment 
Security, 330 Mass. 226, 112 N.E.2d 813, the Massachusetts 
court stated: 
We infer, as did the judge below, that sub-
stantially all of the assets . . . passed 
into the petitioner's control under the 
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lease. . . . The question therefore nar-
rows down to whether one who obtains under 
a lease of the sort here involved substan-
tially all of the assets of the employing 
unit can be said to have "acquired" these 
assets within the meaning of §8 ( d ) . The 
contention of the petitioner is that the 
word "acquired" as used in this section re-
fers to absolute ownership and to no lesser 
interest. We do not agree. 
. . . It is not straining the concept of 
ownership unduly to say that a lessee 
"owns" an interest in the subject matter of 
the lease and that when the lease is exe-
cuted he has acquired that interest. . . . 
The foregoing case was cited with approval by Missouri's Court 
of Appeals in Chief Freight Lines Company v. Industrial Commis-
sion, 366 S.W.2d 48, at p. 53, when it said: 
The word "acquire" is one of very broad 
meaning. . . . It is significantly stated 
in Black's Law Dictionary, "It (the word 
'acquire') does not necessarily mean that 
title has passed. (Citations in original 
omi tted.) 
The Department of Employment Security has adopted regula-
tions which adopt the foregoing reasoning. See Rule A71-07-
l:2(e)(l) of the Rules and Regulations of the Department of 
Employment Security, Appendix C. 
As held by the Massachusetts and Missouri courts, as well 
as by general and common usage and the Regulations promulgated 
by the Department of Employment Security, the word "acquire" as 
used in §35-4-7(c)(1)(C) of the Act includes acquisition by 
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l ease . I t was in such a manner t h a t Hoffmans t r a n s f e r r e d 
Johnson's assets to the c o r p o r a t i o n he had es tab l i shed f o r the 
very purpose of using those assets . True-Flo thereby acquired 
Johnson's assets w i t h i n the meaning of §35 -4 -7 (c ) (1 (C) of the 
Ac t . 
The P e t i t i o n e r also argues t ha t "True-F lo has not acquired 
anyth ing from • . . (Johnson. ) " (Emphasis added; see P e t i t i o n -
e r ' s B r i e f , p. 5.) An examinat ion of the language of the Act 
revea ls t h a t the law does not r e q u i r e t h a t the assets in ques-
t i o n be acquired d i r e c t l y " f rom" the predecessor. I t i s s u f f i -
c i e n t t h a t the predecessor 's assets be acqu i red . Otherwise, 
any two-step t r a n s a c t i o n i n v o l v i n g an in termediary between the 
predecessor and the u l t i m a t e r e c i p i e n t of the predecessor 's 
assets could render §35-4-7(c ) (1)(C) of the Act use less . 
The Board of Review has concluded t h a t True-F lo acquired 
s u b s t a n t i a l l y a l l of Johnson's assets w i t h i n the meaning of 
§35 -4 -7 (c ) (1 ) (C ) of the Ac t . The Board's conc lus ion res ts up-
on a proper i n t e r p r e t a t i o n of the Act g e n e r a l l y , and upon the 
c o r r e c t i n t e r p r e t a t i o n of the term " a c q u i r e . " The Board's 
conc lus ion should not be d i s t u r b e d . 
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POINT III 
THE BOARD OF REVIEW CORRECTLY DETERMINED THAT 
JOHNSON HAD DISCONTINUED OPERATIONS. 
The second criterion of §35-4-7(c)(1)(C) of the Act which 
must be met before a predecessor's wage and benefit experience 
will be transferred to a successor is that the predecessor dis-
continued operations. The record in the present case discloses 
that Johnson sold the real property and equipment which it had 
used in its business operations to the Hoffmans on October 16, 
1985. R.0064 Johnson advised the Department of Employment 
Security to close its employer account at the end of the third 
quarter, 1985. It then filed a wage report for the fourth 
quarter, 1985 showing no payroll for that quarter. R.0041 
Johnson subsequently declared bankruptcy. R.0046,0056 Vaughn 
Johnson, a principal of the company, also mailed letters to 
customers advising them to take their business to a company his 
son had established. R.0047 Finally, Johnson was enjoined 
from continuing business operations by court order in December, 
1985. (See Appendix A.) 
The foregoing facts support the conclusion of the ALJ and 
the Board of Review that Johnson discontinued its operation 
upon the acquisition of its assets by True-Flo. 
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POINT IV 
THE BOARD OF REVIEW PROPERLY CONCLUDED THAT 
TRUE-FLO IS LIABLE FOR JOHNSON'S UNPAID CONTRI-
BUTIONS. 
§35-4-17(f) of the Utah Employment Security Act provides, 
in material part, as follows: 
Contributions imposed by this act shall be 
a lien upon the property of any employer 
liable for the contribution herein required 
to be collected who shall sell out his bus-
iness or stock of goods or shall quit busi-
ness, if the employr fails to make a final 
report and payment on the date subsequent 
to the date of selling or quitting business 
• . . • His successor, successors, or as-
assigns, if any, shall be required to with-
hold sufficient of the purchase money 
to cover the amount of the contributions. 
. . . If the purchaser of a business . . . 
fails to withhold sufficient purchase money 
as above provided, he shall be personally 
liable for the payment of the amount of the 
contribution herein required to be paid by 
the former owner, interest and penalties 
accured and unpaid by the former owner, 
owners or assigns. 
S35-4-7(c)(l)(C) of the Act provides that a successor is 
liable for the unpaid contributions, penalty and interest of 
its predecessor. That section of the Act also authorizes the 
successor to withhold funds otherwise due the predecessor suf-
ficient to satisfy the predecessor's delinquencies. 
Petitioner does not challenge the Board of Review's con-
clusion that True-Flo is liable for Johnson's unpaid contri-
butions, other than to argue that True-Flo does not meet the 
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Act's definition of a successor to Johnson. That issue has 
been dealt with in POINT II and POINT III of this brief. How-
ever, Petitioner correctly argues that the issue of the Hoff-
mans' personal liability for Johnson's delinquent contributions 
cannot be determined, since the Hoffmans have not been assessed 
any such delinquency and are not parties in this matter. Any 
indication in the decision of the Board of Review to the effect 
that the Hoffmans are personally liable should be taken as 
advisory. In the event the Department seeks to hold the Hoff-
mans personally liable for such deficiencies, the Hoffmans will 
be entitled to avail themselves of the administrative procedures 
and appeals established by the Utah Employment Security Act. 
CONCLUSION 
The Board of Review has proper ly app l ied the p rov i s ions of 
the Utah Employment Secur i t y Act in determin ing t h a t True-Flo 
Mechanical Systems, I n c . i s the successor to Vaughn Johnson & 
Son's wage and b e n e f i t exper ience, and i n concluding t h a t True-
Flo Mechanical Systems, I n c . i s l i a b l e f o r Vaughn Johnson & 
Son's de l inquen t c o n t r i b u t i o n s , penal ty and i n t e r e s t . The de-
c i s i o n of the Board of Review shou ld , t h e r e f o r e , be a f f i r m e d . 
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R e s p e c t f u l l y submitted t h i s 10th day of September, 1986 . 
DAVID L. WILKINSON 
Attorney General 
By 
Alan Hennebold - 4740 
Speci al Assistant 
Attorney General 
CERTIFICATE OF MAILING 
I DO HEREBY CERTIFY t h a t I mai led four ( 4 ) copies of the 
foregoing Respondents1 B r i e f , postage p r e p a i d , to the f o l l o w i n g 
t h i s 11th day of September, 1986: Richard K. G lauser , McKAY, 
BURTON & THURMAN, At torneys f o r the E m p l o y e r - P e t i t i o n e r , T rue -
Flo Mechanical Systems, I n c . , 1200 Kennecott B u i l d i n g , S a l t 
Lake C i t y , Utah 84133. 
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BOARD OF REVIEW SMH/KM/LRB/mgn 
The Industrial Commission of Utah 
Unemployment Compensation Appeals 
TRUE-FLO MECHANICAL SYSTEMS : 
Employer No. 6-125033-0 
: Case No. 86-A-928 
vs. : DECISION 
: Case No. 86-BR-157 
DEPARTMENT OF EMPLOYMENT SECURITY : 
After careful consideration of the record and testimony In the 
above-entitled matter, the Board of Review finds the decision of the 
Administrative Law Judge to be fair and unbiased and supported by com-
petent evidence and, therefore, affirms such decision holding True-Flo 
Mechanical Systems, Inc. as the successor to Von Johnson & Sons, Inc. 
and assigns True-Flo Mechanical, Inc. the obligations and responsibilities 
as a successor as provided by §§35-4-7(c)(l)(C) and 35-4-17(f) of the 
Utah Employment Security Act. In so holding, the Board of Review hereby 
adopts the findings of fact and conclusion of law of the decision of the 
Administrative Law Judge. 
In affirming the decision of the Administrative Law Judge, the 
Board of Review notes that on October 15, 1985, Denny M. Hoffman and 
Jackie Kay Hoffman, as buyers, purchased from Vaughn F- Johnson and Margaret 
Johnson, husband and wife, and Vaughn Johnson & Sons, Inc., as sellers, 
the following Items: Service and Installation ledgers; office equipment, 
shop equipment, parts equipment and supplies; and all material Inventories. 
On October 16, 1985, Denny M. Hoffman and Jackie Kay Hoffman purchased 
certain real estate from Vaughn F. Johnson and Margaret Johnson. This 
real estate Included the land and buildings from which Vaughn Johnson 4 
Sons, Inc. had conducted Its business. 
Subsequent to entering Into these purchase agreements with the 
Johnsons, the Hoffmans leased the buildings and equipment to True-Flo 
Mechanical Systems. Denny M. Hoffman Is the President of True-Flo Me-
chanical Systems. One of the three named employees of Vaughn Johnson & 
Sons, Inc. has now become an employee of True-Flo Mechanical Systems. 
Moreover, Department records show Vaughn Johnson & Sons, Inc. ceased 
operations on September 30, 1985. It 1s a matter of public record at 
the offices of the clerks of the courts that on December 9, 1985 Vaughn 
Johnson & Sons, Inc. in Case No. C857909 In Third District Court of Salt 
Lake County had an Injunction granted against It ordering It to cease 
doing business in the State of Utah until it has posted a bond with the 
Department of Employment Security. No bond has been posted. On Decem-
ber 20, 1985 Vaughn Johnson & Sons filed a Chapter VII Bankruptcy, Case 
No. 85-A-04049 In the Bankruptcy Court. 
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From the foregoing facts, 1t 1s clear that True-Flo Mechanical 
Systems has acquired all or substantially all of the assets of Vaughn 
Johnson & Sons, Inc., even though the contract of sale flowed from Vaughn 
Johnson & Sons, Inc. to the Hoffmans and then from the Hoffmans by lease 
to True-Flo Mechanical Systems. 
§35-4-17(f) of the Utah Employment Security Act states: 
Contributions Imposed by this act shall be a Hen upon 
the property of any employer liable for the contribu-
tion herein required to be collected who shall sell out 
his business or stock of goods or shall quit business, 
1f the employer falls to make a final report and pay-
ment on the date subsequent to the date of selling or 
quitting business on which they are due and payable as 
prescribed by the commission. His successor, succes-
sors, or assigns, if any, shall be required to withhold 
sufficient of the purchase money to cover the amount of 
the contributions herein required to be collected and 
interest or penalties due and payable until such time 
as the former owner shall produce a receipt from the 
commission showing that they have been paid or a certi-
ficate stating that no amount 1s due. If the purchaser 
of a business or stock of goods fails to withhold suf-
ficient purchase money as above provided, he shall be 
personally liable for the payment of the amount of the 
contributions herein required to be paid by the former 
owner, interest and penalties accrued and unpaid by the 
former owner, owners, or assignors. 
It is clear that this statute imposes on both Denny M. Hoffman 
and his wife, Jackie Kay Hoffman, personal liability for the unpaid con-
tributions of Vaughn Johnson & Sons, Inc. Inasmuch as True-Flo Mechanical 
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Systems has leased the property from the Hoffmans, True-Flo Mechanical 
Systems also becomes liable for the unpaid contributions of Vaughn Johnson 
& Sons, Inc. On the other hand, it 1s also clear from the testimony in 
this matter that the Hoffmans have not paid the Johnsons the purchase 
price required by their contracts. The Hoffmans may therefore pay the 
unpaid contributions of Vaughn Johnson & Sons, Inc. and offset the amount 
thus paid against the balance owing to Vaughn Johnson 4 Sons, Inc. 
§35-4-7(c)(l)(C) provides 1n pertinent part that: 
. . . On or after January 1, 1985, a "qualified employ-
er" means an employer who was an employer as defined in 
the act during each quarter of the prior fiscal year 
immediately preceding the computation date. 
A rate of less than 3.0% shall be effective January 1 
of any contribution year prior to January 1, 1983, and 
a rate of less than 5.0% on or after January 1, 1983, 
but before January 1, 1985, and on or after January 1, 
1985, a rate of less than 8%, only with respect to new 
employers and to those qualified employers who, except 
for amounts due under commission determinations that 
have not become final, paid all contributions pre-
scribed by the commission with respect to the 12 con-
secutive calendar quarters immediately preceding the 
computation date prior to January 1, 1985, and the 
four consecutive calendar quarters in the fiscal year 
immediately preceding the computation date on or after 
January 1, 1985. A qualified employer who after March 
31 pays all required contributions shall, for the cur-
rent contribution year, be assigned a rate based upon 
his own experience as provided under the experience 
rating provisions of this act effective the first day 
of the calendar quarter in which the payment was 
made• • • 
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If an employer has acquired all or substantially all of 
the assets of another employer and the other employer 
has discontinued operations upon the acquisition, the 
period of liability with respect to the filing of con-
tribution reports, the payment of contributions, after 
January 1, 1985, the benefit costs of both employers, 
and the payrolls of both employers during the qualify-
ing period shall be jointly considered for the purpose 
of determining and establishing the acquiring party's 
qualifications for an experience rating classifica-
tion. ... 
Thus it is seen that until the past due amounts owing by Vaughn Johnson & 
Sons, Inc. has been paid in full its successors (The Hoffmans and True-
Flo Mechanical Systems) cannot be assigned a rate of less than 8%. How-
ever, a rate of less than 8% can be given based on the experience ratings 
of Vaughan Johnson & Sons, Inc. and its successors during the quarter in 
which the past due contributions are paid in full. 
This decision will become final ten days after the date of mail-
ing hereof, and any further appeal must be made directly with the Utah 
Supreme Court at the State Capitol Building, Salt Lake City, Utah, within 
ten days after this decision becomes final. To file an appeal with the 
Supreme Court, you must submit to the Clerk of the Court a Petition for 
Writ of Review setting forth the reasons for appeal, pursuant to §35-4-10(1) 
of the Utah Employment Security Act, followed by a Docketing Statement and 
a Legal Brief. 
Dated this 6th day of May, 1986. 
Date Mailed: May 8, 1986. 
nmo 
Appeals Tribunal 
Decision of Administrative Law Judge 
APPENDIX b^age 1; 
:ue-Flo Mechanical Systems 
'8 South Redwood Road 
ilt Lake City, Utah 84104 
Employer No. 6-125033-0 
Case No. 86-A-928 
DPEAL FILED: February 12, 1986 DATE OF HEARING: March 5, 1986 
PPEARANCES: Employer 
Denny Hofman, Pres. 
Pete Black, CPA 
Department 
Robert Harwood, Rating 
Specialist 
PLACE OF HEARING: Salt Lake City 
SSUE 
/hether the employer is a successor to Von Johnson Sons, Inc. and liable for 
)redecessor's debts with an accompanied .080 contribution rate. Sections 
55-4-17(f) and 35-4-7(c)(3)(C) of the Utah Employment Security Act are quoted on 
:he attached sheet. 
-"INDINGS OF FACT 
3n October 16, 1985 Denny and Jackie Hofman entered into an agreement to purchase 
land, building and equipment from Von Johnson & Sons, Inc. The purchases 
constitute all the assets from Von Johnson 4 Sons except for receivables and 
customer list. Denny Hofman then created a business entitled True-Flo Mechanical 
Systems, Inc. The corporation leased the assets that Hoffman purchased from Von 
Johnson. 
Presently the contract is being contested and is in litigation in the courts. 
Although Johnson intended to retire he became affiliated with his son's busi-
ness, 8. J. Mechanical. 
Von Johnson & Sons, Inc. has outstanding delinquent contributions for 1984 and 
1985. 
The Department learned from Von Johnson that Hoffman purchased the business 
assets. The Department then issued a decision of February 11, 1986 declaring 
True-Flo Mechanical Systems, Inc. successor to Von Johnson 4 Sons, Inc. Being a 
successor True-Flo inherited Von Johnson's experience rating and became liable 
for Von Johnson's outstanding contributions. The Department could not grant 
True-Flo a contribution rate less than .080 because Von Johnson has an outstand-
ing debt. Hoffman contends True-Flo is a new business without any successorship 
and should have a new business rate of .052. 
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True-Flo Mechanical Systems -2- 6-1/5033-0 
86-A-928 
REASONING AND CONCLUSION: 
Section 35-4-17(f) of the Utah Employment Security Act states that contributions 
imposed by this Act shall be a lien upon property of any employer liable for 
contributions. This Section further states that in the event that the business 
is sold with outstanding contributions owing then the successor shall be liable 
to withhold sufficient purchase money to cover the amount of contributions, 
interest and penalties sufficient to retire the debt. 
Section 35-4-7(c)(l)(C) of the Utah Employment Security defines a qualified 
employer and provides for a successor of a business to inherit the experience 
rating of the predecessor. (Please see attached citations) 
In this case Hofman purchased Von Johnson & Sons business assets then leased them 
to the corporation he created, True-Flo Mechanical, Inc. According to the 
attached cited law it is not necessary for a corporation to purchase the assets 
to be considered a successor. It is only necessary that the successor acquire 
the assets. Acquire means to obtain possession of the assets through any legal 
means. In this case True-Flo acquired Von Johnson & Sons, Inc. assets through a 
lease agreement with the purchaser and True-Flo's, Incorporator, Denny Hoffman. 
Thus, the tribunal concludes True-Flo acquired the assets from Von Johnson & Sons 
and holds True-Flo successors within the meaning of the Utah Employment Security 
Act. The fact that Von Johnson continued business with his son is immaterial to 
the determination of the successorship. 
Since the predecessor owes outstanding contributions, the successor True-Flo 
cannot qualify for experience rating until such indebtedness is paid. Until such 
time True-Flo receives the non-experience employers rate of .080. 
DECISION 
The Tribunal affirms the Department Representative's decision dated February 11, 
1936 holding True-Flo Mechanical Systems, Inc. as the successor to Von Johnson & 
Sons, Inc. The Tribunal assigns True-Flo Mechanical, Inc. the obligations and 
responsibilities as a successor as provided by Section 35-4-7(c)(l) (C) and 
35--4-17(f) of the Utah Employment Security Act. 
~ Kenneth A. Major// ' 
Administrative Law^ Jiidge 
APPEALS TRIBUNAL 
This decision will become final unless within ten days from March 19, 1986, 
further writton appeal is made to the Board of Review (P. 0. Box 11600, Salt Lake 
City, Utah 84147) setting forth grounds upon which the appeal is made. 
jl 
Attachment 
0029 
quarter of the pri fiscal year IrwciiriVpiy [np^en u»r: Lv...,.;,tu-
tion date. 
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. . . shall be effective only with respect to new employers and to 
those qualified employers who, except for amounts due under commis-
sion determination II 1ac nave not become final, paid all contributions 
prescribed by the commission with respect to the 12 consecutive 
calendar quarters immediately preceding the computation date prior to 
January 1, 1985, and the four consecutive calendnr quarters in the 
fiscal year immediately preceding the computation date on or after 
January 1, 1985. A qualified employer who after March 31 pays all 
required contributions shall, for the current contribution year, be 
assigned a rate based upon his own experience as provided under the 
experience rating provisions of this act effective the first day of 
the calendar quarter in which the payment was made. Delinquency in 
filing contribution reports shall not be the basis for denial of a 
rate less than the maximum contribution rate. 
If an employer has acquired all or substantially all the assets of 
another employer and the other employer had discontinued operations 
upon the acquisition, the period of liability with respect to the 
filing of contribution reports, the payment of contributions, after 
January 1, 1985, the benefit costs of both employers, and the 
payrolls of both employers during the qualifying period shall be 
jointly considered for the purpose of determining and establishing 
the acquiring party's qualifications for an experience rating 
classification. The transferring employer shall be divested of his 
payroll experience. 
Section 35-4-17(f) states: 
Contributions imposed by this act shall be a lien upon the property 
of any employer liable for the contribution herein required to be 
collected who shall sell out his business or stock of goods or shall 
quit business, if the employer fails to make a final report and 
payment on the date subsequent to the date of selling or quitting 
business on which they are due and payable as prescribed by the 
commission. His successor, successors, or assigns, if any, shall be 
required to withhold sufficient of the purchase money to cover the 
amount of the contributions herein required to be collected and 
interest or penalties due and payable until such time as the former 
owner shall produce a receipt from the commission showing that they 
have been paid or a certificate stating that no amount is due. If 
the purchaser of a business or stock of goods fails to withhold 
sufficient purchase money as above provided, he shall be personally 
liable for the payment of the amount of the contributions herein 
required to be paid by the former owner, interest and penalties 
accrued and unpaid by the former owner, owners, or assignors. 
Section 35-4-7(c)(3)(C) states: 
"On or after January 1, 1985, and employer's basic tax rate will be 
the same as his benefit ratio, determined as follows: 
On or before the 1st day of January of each year, the total benefit 
costs charged back to an employer during the immediately preceding 
four fiscal years, or in the case that four fiscal years of data are 
not available, then three fiscal years, or in the case that three 
fiscal years of data are not available, then two fiscal years, or in 
the case that two fiscal years of data are not available, then one 
fiscal year, will be divided by the total taxable wages of the 
employer for the same time period, calculated to four decimal places, 0030 
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STATUTES AND RULES APPLICABLE TO THE CASE 
§35-4-7(b), Utah Code Annotated, 1953, as amended, provides 
as follows: 
(b) Each employer shall, except as provid-
ed in Subsection 34-4-7(c), pay contribu-
tions equal to 3% of wages paid by him dur-
ing the calendar years occurring prior to 
January 1, 1983; 5% of wages as of Janu-
ary 1, 1983, but before January 1, 1985; 
and 8% of wages on or after January 1, 
1985. A new employer shall pay contribu-
tions equal to 2.7% of wages paid by him 
during the calendar years prior to Janu-
ary 1, 1983; 4.5% of wages as of January 1, 
1983, but before January 1, 1985; and an 
amount equal to the average benefit cost 
rate experienced by employers of the major 
industry as defined by commission regula-
tion to which the new employer belongs, on 
or after January 1, 1985, the rate to be 
determined as follows: 
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§ 3 5 - 4 - 7 ( c ) ( l ) ( C ) , Utah Code A n n o t a t e d , 1953 , as amended, 
p r o v i d e s as f o l 1 o w s : 
" Q u a l i f i e d employer " means any employer 
who: was an employer as d e f i n e d i n t h i s a c t 
d u r i n g each of t h e 12 c o n s e c u t i v e c a l e n d a r 
- 1 -
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quarters immediately preceding the computa-
tion date; and had employment in each of 
the three completed calendar years immedi-
ately preceding the computation date. On 
or after January 1, 1985, a "qualified em-
ployer" means an employer who was an em-
ployer as defined in the act during each 
quarter of the prior fiscal year immediate-
ly preceding the computation date. 
A rate of less than 3.0% shall be effective 
January 1 of any contribution year prior to 
January 1, 1983, and a rate of less than 
5.0% on or after January 1, 1983, but be-
fore January 1, 1985, and on or after Janu-
ary 1, 1985, a rate of less than 8%, only 
with respect to new employers and to those 
qualified employers who, except for amounts 
due under commission determinations that 
have not become final, paid all contribu-
tions prescribed by the commission with 
respect to the 12 consecutive calendar quar-
ters immediately preceding the computation 
date prior to January 1, 1985, and the four 
consecutive calendar quarters in the fiscal 
year immediately preceding the computation 
date on or after January 1, 1985. A quali-
fied employer who after March 31 pays all 
required contributions shall, for the cur-
rent contribution year, be assigned a rate 
based upon his own experience as provided 
under the experience rating provisions of 
this act effective the first day of the 
calendar quarter in which the payment was 
made. Delinquency in filing contribution 
reports shall not be the basis for denial 
of a rate less than the maximum contribu-
tion rate. 
If an employer has acquired all or substan-
tially all of the assets of another employ-
er and the other employer had discontinued 
operations upon the acquisition, the period 
of liability with respect to the filing of 
contribution reports, the payment of con-
tributions, after January 1, 1985, the 
benefit costs of both employers, and the 
-2-
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payrolls of both employers during the qual-
ifying period shall be jointly considered 
for the purpose of determining and estab-
lishing the acquiring party's qualifica-
tions for an experience rating classifica-
tion. The transferring employer shall be 
divested of his payroll experience. 
§35-4-17(f), Utah Code Annotated, 1953, as amended, pro-
vides as follows: 
Contributions 
a lien upon 
imposed by this act shall be 
the property of any employer 
liable for the contribution herein required 
to be collected who shall sell out his bus-
iness or stock of goods or shall quit busi-
nees> if the employer fails to make a final 
report and payment on the date subsequent 
to the date of selling or quitting business 
on which they are due and payable as pre-
scribed by the commission. His successor, 
successors, or asigns, if any, shall be re-
quired to withhold sufficient of the pur-
chase money to cover the amount of the con-
tributions herein required to be collected 
and interest or penalties due and payable 
until such time as the former owner shall 
produce a rceipt from the commission show-
ing that they have been paid or a certifi-
cate stating that no amount is due. If the 
purchaser of a business or stock of goods 
fails to withhold sufficient purchase money 
as above provided, he shall be personally 
liable for the payment of the amount of the 
contributions herein required 
the former owner, interest 
accrued and unpaid by the 
owners, or assignors. 
to be paid by 
and penalties 
former owner> 
APPENDIX C (Page 4) 
Rul es A71-07-1:2(e) and (g) of the Rules and Regulations 
of the Department of Employment Security, provide as follows: 
2.e. Contribution Rates for Complete Busi-
ness Successions. 
2.e.(l) Whenever any employing unit in any 
manner succeeds to, or has succeeded to, or 
acquires, or has acquired the organization, 
trade or business, or substantially all the 
assets thereof of another, which at the 
time of such acquisition was an employer 
subject to the Act, and such predecessor 
has discontinued business at a date not 
later than the date of acquisition, and 
such predecessor has notified the Depart-
ment in writing that it has discontinued 
business as of the time above set forth, 
the successor shall, during the current 
contribution year, pay the contribution 
rate applicable as hereinafter set forth: 
2.e.(l)(c) If the successor was an employ-
er but was not a qualified employer prior 
to the time of the transfer, it shall for 
the balance of the current contribution 
year pay a contribution rate newly computed 
on the basis of the combined experience of 
the predecessor and the successor as of the 
computation date for such current contribu-
tion year. 
2.e.(l)(d) If the successor is not an em-
ployer prior to the time of the transfer, 
it shall for the balance of the current 
contribution year pay the contribution rate 
applicable to the predecessor. 
2.g. Predecessor Delinquency - Effect on 
Rate. 
2 . g. (1) No successor shall, pursuant to 
Subparagraphs e. and f. of this regulation, 
be assigned a rate of less than 2.7 percent 
-4-
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for the current contribution year when re-
ports or contributions of the predecessor 
are delinquent on and after the date of the 
acquisition or transfer; provided, however 
that a reduced rate may, pursuant to this 
regulation, be assigned (during the current 
contribution year) to wages paid on and 
after the first day of the calendar quarter 
in which such delinquency ceases to exist. 
§35-4-10(i), Utah Code Annotated, 1953, provides as fol 
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The Industrial Commission of Utah 
Unemployment Compensation Appeals 
TRUE-FLO MECHANICAL SYSTEMS : 
Employer No. 6-125033-0 
: Case No. 86-A-928 
vs. : DECISION 
: Case No. 86-BR-157 
DEPARTMENT OF EMPLOYMENT SECURITY 
After careful consideration of the record and testimony 1n the 
above-entitled matter, the Board of Review finds the decision of the 
Administrative Law Judge to be fair and unbiased and supported by com-
petent evidence and, therefore, affirms such decision holding True-Flo 
Mechanical Systems, Inc. as the successor to Von Johnson & Sons, Inc. 
and assigns True-Flo Mechanical, Inc. the obligations and responsibilities 
as a successor as provided by §§35-4-7(c)(l)(C) and 35-4-17(f) of the 
Utah Employment Security Act. In so holding, the Board of Review hereby 
adopts the findings of fact and conclusion of law of the decision of the 
Administrative Law Judge. 
In affirming the decision of the Administrative Law Judge, the 
Board of Review notes that on October 15, 1985, Denny M. Hoffman and 
Jackie Kay Hoffman, as buyers, purchased from Vaughn F. Johnson and Margaret 
Johnson, husband and wife, and Vaughn Johnson & Sons, Inc., as sellers, 
the following Items: Service and Installation ledgers; office equipment, 
shop equipment, parts equipment and supplies; and all material inventories. 
On October 16, 1985, Denny M. Hoffman and Jackie Kay Hoffman purchased 
certain real estate from Vaughn F. Johnson and Margaret Johnson. This 
real estate included the land and buildings from which Vaughn Johnson & 
Sons, Inc. had conducted its business. 
Subsequent to entering into these purchase agreements with the 
Johnsons, the Hoffmans leased the buildings and equipment to True-Flo 
Mechanical Systems. Denny M. Hoffman is the President of True-Flo Me-
chanical Systems. One of the three named employees of Vaughn Johnson & 
Sons, Inc. has now become an employee of True-Flo Mechanical Systems. 
Moreover, Department records show Vaughn Johnson & Sons, Inc. ceased 
operations on September 30, 1985. It is a matter of public record at 
the offices of the clerks of the courts that on December 9, 1985 Vaughn 
Johnson & Sons, Inc. in Case No. C857909 in Third District Court of Salt 
Lake County had an injunction granted against it ordering it to cease 
doing business in the State of Utah until it has posted a bond with the 
Department of Employment Security. No bond has been posted. On Decem-
ber 20, 1985 Vaughn Johnson & Sons filed a Chapter VII Bankruptcy, Case 
No. 85-A-04049 in the Bankruptcy Court. 
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employees? What are - what are the things that you would look for that 
would be prima facie evidence of a continued -
Harwood Uh, -
Hoffman I mean I understand the discontinuing. I mean, i f - i f one goes out of 
business someone else starts immediately, that's obviously a good evi-
dence, i f the person starts, picks up, buys their accounts receivable, 
buys the right to finish the jobs that are in process, those are the 
(overtalking) -
Harwood You know, we would - we would look on this, as i t says, an employer has 
acquired all or substantially all the assets of another employer, and 
that employer has discontinued operations upon the acquisition. You 
know, that - those two points right there would indicate that a successor 
had - a predecessor/successor relationship exists. And unless there are 
other problems, you know, i f - i f there came into question something like 
that then our status, you know, we'd be contacting the - the two compan-
ies to see i f , you know, in fact there had been. 
loffman Another question. You put a bi l l of sale in as an exhibit. Do you know 
where your Department came into possession of that bil l of sale? 
arwood Not first-hand evidence. I - I think i t came from - Mr. Johnson provided 
that to our collection. I was not a party to that. 
offman On what basis was Mr. Johnson's account closed at the end of the third 
quarter? Did he tel l you to close it? 
arwood From information that I have, yes. He - he came in and spent some time 
talking to Mr. Shaw, the supervisor in our Collections, and i t was on 
evidence of that that the account was closed and transferred over. 
3ffman I don't think I have any more questions. 
arwood Mr. Johnson filed a third quarter report in 1985 wherein he listed pay-
ro l l , total payroll of about $80,000 in taxable $68,697. And then his 
fourth quarter report, which he - which he filed on February 4th of '86, 
indicated no payroll for that period of time. And so -
jffman But he did f i le a fourth quarter report. 
rwood He did f i le a fourth quarter report with no payroll. 
ffman Wasn't that unusual i f he had discontinued the account to f i le a fourth 
quarter report? 
- 10 -
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Uh huh. 
When did you begin True-Flo Mechanical Systems? In what year? 
1985. 
Is that when you were incorporated? 
Yes. 
Okay. Were you operating that - prior to that as a partnership or -
No, sir. 
So it was a new business as of September 18th? 
New business. 
Okay. When you began this business did you have any equipment and assets 
of your own? 
I had some assets of my own. 
To what extent? 
My tools. 
Electrical tools? 
Hand tools. 
Would you explain the agreement you entered into with Mr. Johnson to 
purchase the things you obtained from him? 
This land, the agreement on this land was a 90-day contract and i t ' s in 
litigation now with the court system. I t has - I have not a quit claim 
deed to the property. I t ' s not deeded over to me yet. The equipment 
is on a payment schedule which we've had a lot of the equipment stolen. 
In fact, most of the hand tools, etc. , are - were stolen from there. 
Mr. Johnson st i l l lives on the premises. I feel that he's the one 
that's been taking them. So does the police department. Have dogs on 
the property. We do not have full access to the property. 
Okay. When you entered into this agreement what was your intent of 
purchasing this - these items from him? 
Which items? The real estate? 
12 
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Hoffman This contract, the 90 days are up as of January 18th. The litigation is 
that Vaughn has tried to stall, stop me from doing any type of financing; 
(1) by clouding the title, saying that my contract is in litigation, 
which helps the bank make a decision on whether I was able to reach 
financing on that property or not. The same thing on the equipment. I 
have the equipment insured and Vaughn told the police department that 
that contract wasn't any good either, that it was his equipment, so, 
which stalled the police department from investigating. They think it 
was a civil matter. And in February he did say that it was my equipment 
and he had no ties to it other than the payments. 
Judge Okay. Uh, so at this point you have not obtained financing for the -
the real estate? 
Hoffman No, sir. 
Judge Do you have any idea whether that will be secured. 
ioffman I - uh, I feel pretty positive that it will be secured. 
ludge Okay. Was Mr. Johnson using this building in pursuing a business of his 
own prior to your purchase? 
loffman Yes. Yes, sir. 
udge And what was he operating there? 
offman Mechanical, electrical and plumbing. 
udge And was that called Vaughn Johnsons? 
offman Vaughn Johnsons and Son's, Inc., Incorporated. 
udge Okay. 
)ffman He was running his business out of there up 'til October 30th, he decided 
to run it out of his house. 
idge So after October 30th then he continued? 
>ffman Yes, sir. 
idge And what type of activity was he involved in after October 30th? 
ffman Collecting of his receivables, finishing up jobs, warranty jobs. 
rwood Is he doing contracting work now? 
- 14 -
Yes, he is. I don't know i f he's doing them with Bill Johnson, one of 
his sons, with B J Mechanical; but that's where he referred all of his 
business to. 
I understand that Vaughn Johnsons and Son's recently took out bankruptcy. 
And did Mr. Johnson have any employees when he was operating his business 
Vaughn Johnsons? 
There was Clifford Johnson and Vaughn Johnson, himself. And they've got 
theirselves (overtalking) 
About your question, Judge. Is that before or after he moved out? 
Before he moved out. He was - he had to have a phone number. 
Yes. 
Did any of those employees come over to your business? 
I've got one employee that's with me that was with Vaughn Johnson. I t 's 
a Harry Mills. 
Okay. Did you acquire any of his contracts or receivables? 
None of his receivables. Contracts, he had a job that he was going to 
start that didn't start; and I got a contract on that. I t 's with True-
Flo Mechanical Systems. 
You rewrote that contract? 
We rewrote that. 
Okay. 
He neyer did start that job, so we -
So, basically, what you took over then in your agreement of purchase was 
the - the building and the equipment there for you to use in your busi-
ness. Is this correct? 
Yes, sir. 
And then, along with that there was some houses and other land that you 
were purchasing that were for your own use, that you weren't going to 
use in the business. Is this correct? 
Yes. 
- 15 -
APPENDIX D (Page 6) 
Judge Okay. 
Hoffman The whole purpose of this bill, this real estate agreement, was not 
really for the company excepting for us as an individual acquiring real 
estate. 
Judge Okay. So you purchased that as individuals. Is this correct? 
loffman Yes. 
ludge Now, have you donated or - well, not donated - have you capitalized the 
building and equipment as part of the corporation? 
loffman No. 
udge Okay. Has the corporation made any arrangements to lease i t from you as 
individuals? Or what's the arrangement? 
offman Yes. They arranged to lease i t from me. 
udge Would you give me some details on that, please, what the arrangement is . 
offman My arrangements is on a five-year lease. 
udge And what's that? What's the lease amount? 
offman Uh, i t ' s $1100. 
lack $1100 a month, isn't it? 
Dffman Yes. 
jdge Okay. And has the corporation, in fact, been making those payments? 
)ffman Yes. 
idge Okay. Anything further, Mr. Hoffman? 
>ffman Uh, -
ack Why don't you tell him about the advertising, taken by Vaughn Johnson, 
to send his business to Bill Johnson? 
>ffman Yeah. Vaughn has - has sent out letters, mass letters, to his customers 
referring his business to Bill Johnson. And also Bill Johnson placed a 
ad in December's newspaper letting people know he was formerly Vaughn 
Johnsons and Son's and started a new business called B J Mechanical 
in the Personal. 
- 16 -
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It's Exhibit 1-B. "According to the section of the Act, a rate below 
.080 cannot be granted if an employer or a predecessor is indebted to 
the agency for unpaid contributions. When his contribution is paid, I 
will reduce your 1986 contribution rate to be computed rate of .037." 
So, it's -
If - if he's a successor, well, then the lowest rate he could have 
is .052. Is that what you just said? 
That's correct. 
Right. 
And that's the new employer rate for the - for his industry. 
Okay. I ' l l receive into the record as Exhibit No. 11 a want ad that's 
listed in the newspaper on December 8th, 1985, and I have circled the 
ad here. Is that the ad, the ad that you are making mention to, 
that's circled? 
Yes, sir. I might add, also, that we do not do any - haven't - do any 
electrical business or plumbing business. We are strictly heating and 
air. So we're not even the same type of business. 
One portion of that. 
One portion of. And here again our clients are -
Okay. So your sole business activity is heating and air conditioning? 
Is heating and air conditioning. 
And what was Vaughn Johnson's primary -
Vaughn's was heating and air conditioning, plumbing and electrical. 
What was he primarily engaged in? 
Plumbing and heating and air. 
Okay. 
Could I comment on this just a - on Exhibit 11? 
Go ahead. 
(Phone ringing) 
- 24 
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larwood The ad states "Bill Johnson, formerly of Vaughn Johnsons and Sonfs Com-
pany, now owner of B J Mechanical, Heating, Air Conditioning and Plumbing, 
New Installation, Sales and 24-Hour Service. Free estimates. Call day 
or night." 
What - what he's saying on there, Bill Johnson, formerly of Vaughn 
Johnson. In other words, he was an employee of Vaughn Johnson, is now 
operating on his own. I don't read that to mean that -
loffman Everyone knows -
arwood Vaughn Johnson is - the way he's worded i t , i t % you know, i t - i t 
indicates that he was formerly of Vaughn Johnsons and Son's and now is 
operating on his own, not that he's - that Vaughn Johnson was transferred 
into Bill Johnson. 
offman Well, what this is saying that Bil l Johnson is letting people know that 
to call him up, that he's formerly of -
udge Formerly of. 
offman - which everybody knows -
lack This has happened after Vaughn Johnson finally goes bankrupt. 
arwood I think i t 's the way he's worded i t on there. 
jdge Mr. Johnson has fi led personal bankruptcy? Or corporate bankruptcy? 
lack I think Vaughn Johnsons and Son's, I have been told that they filed 
bankruptcy. I don't know what chapter i t is or what the - what the 
ramifications of that are. I no longer do any work for them whatsoever. 
)ffman I might add that he was officer and then corporation, and part of that 
company, of company corporation. I don't know which i t was. I've 
seen articles of incorporation. 
idge All right, gentlemen. I ' l l take the information you've given me in 
your testimonies, along with with information -
ack Could I - could I ask for an off-the-record for just a minute while 
we discuss something? Could Denny and I have a discussion before you 
close this hearing is what I'm saying. 
idge Uh, okay. Will i t take long? I'm already overdue on another hearing. 
ack No, about three minutes. 
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JU3 f** 34-RLH 
srmoEjjr* Utah Department 6-125033-0 
of Employment Security 
• nonler A DIVISION Of TMH INDUSTRIAL COMMISSION OF UTAH Communion ChA.ui. 
_ , - - - i n o / - Waller T A»Hq;r 
»*<e' Feb rua ry 1 1 , 1986 common 
Lenice L N»c»v 
Commission 
ue-Flo Mechanical Systems, Inc. 
8 South Redwood Road 
Lit Lake City, Utah 84104 
>ar Employer: 
Recently we were informed by Vaughn Johnson that you had 
squired the business he operated. Section 35-4-7(c)(1)(C) of the 
tah Employment Security Act states in part: 
eQtion (c)(1)(C) 
"Qualified employer" means any employer who: was 
an employer as defined in this act during each of 
the 12 consecutive calendar quarters immediately 
preceding the computation date; and had employment 
in each of the three completed calendar years 
immediately preceding the computation date. On or 
after January 1, 1985, a "qualified employer" 
means an employer who was an employer as defined 
in the act during each quarter of the prior fiscal 
year immediately preceding the computation date. 
A rate of less than 3.0% shall be effective 
January 1 of any contribution year prior to 
January 1, 1983, and a rate of less than 5.0% on 
or after January 1, 1983, but before January 1, 
1985, and on or after January 1, 1985, a rate of 
less than 8%, only with respect to new employers 
and to those qualified employers who, except for 
amounts due under commission determinations that 
have not become final, paid all contributions 
prescribed by the commission with respect to the 
12 consecutive calendar quarters immediately 
preceding the computation date prior to January 1, 
1985, and the four consecutive calendar quarters 
in the fiscal year immediately preceding the 
computation date, on or after January 1, 1985. A 
qualified employer who after March 31 pays all 
required contributions shall, for the current 
contribution year, be assigned a rate based upon 
his own experience as provided under the experi-
ence rating provisions of this act effective the
 n n 
first day of the calendar quarter in which the 0061 
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contribution reports shall not be the basis for 
denial of a rate less than the maximum contribu-
tion rate. 
If an employer has acquired all or substan-
tially all the assets of another employer and the 
other employer had discontinued operations upon 
the acquisition, the period of liability with 
respect to the filing of contribution reports, the 
payment of contributions, after January 1, 1985, 
the benefit costs of both employers, and the 
payrolls of both employers during the qualifying 
period shall be jointly considered for the purpose 
of determining and establishing the acquiring 
party's qualifications for an experience rating 
classification. The transferring employer shall 
be divested of his payroll experience. 
According to this section of the Act, a rate below .080 
cannot be granted if an employer, or a predecessor, is indebted to 
this Agency for unpaid contribution. When his contribution is 
paid, I will reduce your 1986 contribution rate to the computed 
rate of .037. If you have any questions concerning the amounts 
owing for the predecessor, please contact our Collection Unit at 
533-2465. 
The following benefit costs have been transferred to your 
account from Vaughn Johnson and are listed by quarter: 
2/84 $3,199.94 4/84 $ 498.00 
1/85 1,244.87 2/85 2,614.73 
3/85 193.41 
If you feel this determination is incorrect, you have the 
right to appeal. You may send a letter of appeal to Mr. Peter 
Dietz, P. O. Box 11800, Salt Lake City, Utah 84147. The letter of 
appeal must be made within ten (10) days from the date of this 
letter and include the reasons for the appeal. 
Sincerely, 
rh 
Robert L. Harwood 
Experience Rating 
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HEAL ESTATE AURliKMKN'l 
1. THIS AGHKF-MKNT, made this /'C* day of October, 1985, by and 
•olwcen VAUGHN F. JOHNSON and MARGARET JOHNSON, hereinafter designated as 
he Seller, and DLNNY M. HOFFMAN and JACKIE KAY HOFFMAN, as joint tenants, 
lereinafter designated as the Buyer. 
2. WITNESSETH: That the Seller, for the consideration herein mentioned 
agrees to sell and convey to the Buyer, and the Buyer for the consideration herein 
mentioned agrees to purchase the following-described, real property, situate in the 
County of Salt Lake, to-wit: 578 South Redwood Road, Salt Lake City, Utah 84104, 
more particularly described in Exhibit "A11 attached hereto. 
3. Said Buyer hereby agrees to enter into possession and pay to Seller for 
said described premises the sum of TWO HUNDRED THOUSAND DOLLARS ($200,000.00) 
which shall be paid as follows: The Buyer agrees to make immediate application to a 
reliable lender for a loan of such amount as can be secured under the regulations of 
said lender and hereby agrees to apply any amount so received up to approximately 
$3 50,000 upon the purchase price above mentioned. Said $150,000 shall be used to pay 
off Citizen's Bank, Reliance Distributors, Jessee and any other encumbrances on the 
property. The balance of the purchase price shall be paid to Sellers in equal monthly 
installriiei Is lor a term of ten (10) years bearing interest at ten percent (1096) per annum. 
4. In the event that Buyer is not able to obtain the necessary refinancing 
within ninety (90) days or such other period as shall be mutually agreed upon between 
Buyer r.nd Seller, Buyer shall Quil-Claim the property back to Seller without further 
liability or obligation on the part of Buyer. 
5. Said monthly payments are to be applied first to the payment of interest 
and second to the reduction of the principal. Interest shall be charged from 
( > <i,-k,, 1 C ( 4 ft S on all unpaid portions of the purchase price at the rate 
CYHJRIT S$ 
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6. Possession of said premises shall be delivered to Buyer on the '4 day 
of October, 1985, 
7. The Buyer agrees to pay all taxes and assessments of every kind and 
nature which are or which may be assessed and which may become due on these 
premises during the life of tin's agreement. 
8. The Buyer agrees to pay the general taxes after the date hereof. 
9. The Buyer further agrees to keep all insurable buildings and improvements 
on said premises insured in a company acceptable to the Seller in the amount of not 
less than the unpaid balance on this contract. 
10. In the event the Buyer shall default in the payment of any special or 
general taxes, assessments or insurance premiums as herein provided, the Seller may, 
at his option, pay said taxes, assessments and insurance premiums or either of them, 
and if Seller elects so to do, then the Buyer agrees to repay the Seller upon demand, 
all such sums so advanced and paid by him, together with interest thereon from date 
of payment of said sums at the rate of ten percent (1096) per annum until paid. 
11. Buyer agrees that he will not commit or suffer to be committed any 
waste, spoil, or destruction in or upon said premises, and that he wi l l maintain said 
premises in good condition. 
12. In the event of a failure to comply with the terms Hereof by the Buyer, 
or upon failure of the Buyer to make any payment or payments when the same shall 
become due, or within .thj]lt^(30) days thereafter, the Seller shall have the right, upon 
written notice to the Buyer, to declare the entire unpaid balance hereunder a^ once 
6vo and payable, and may elect to treat this agreement as a note and mortgage, and 
pass title to the Buyer subject thereto, and proceed immediately to foreclose the same 
in acordance with the laws of the Stale of Utah, and have the property sold and the 
proceeds applied to the payment of the balance owing, including costs and attorney's 
-YPPPIT w °°& 
s; Mid the Seller may iw ~ j — u 
13. It is nijrc.. - that time is the essence of II. agreement. 
14. The Seller on receiving the payments herein reserved to be paid at the 
lie and in the manner above mentioned agrees to execute and deliver to the Buyer 
assigns, a goud and sufficient warranty deed conveying the title to the above-
iscribed premises free and clear of all encumbrances except as herein mentioned and 
xecpt as may have accrued by or through the acts or neglect of the Buyer, and to 
jrnish at his expense, a policy of title insurance in the amount of the purchase price or 
t the option of the Seller, an abstract brought to date at time of sale or at any time 
luring the term of this agreement, or at time of delivery qf deed, at the option of Buyer, 
15. It is hereby expressly understood and agreed by the parties hereto that 
:he Buyer accepts the said property in its present condition and that there are no 
representations, covenants, or agreements between the parlies hereto with reference 
to said property. 
16. The Buyer and Seller each agree that should they default inany^of thg_ 
covenants or agreements contained herein, that the defaulting party shall pay all costs 
and expenses, including a reasonable attorney's fee, which may arise or accrue from 
enforcing this agreement, or inobtaining possession of the premises covered hereby, or 
in pursuing any X£iaedy provided hereunder or by the statutes of the State of Utah 
whether such remedy is pursued by filing a suit or otherwise. 
17. It is understood that the stipulations aforesaid are to apply to and bind 
the heirs, executors, administrators, successors, and assigns of the respective parties 
hereto. 
IN WITNESS WHEREOF, the said parlies to this agreement have hereunto 
signed their names, the day and year first above written* 
iilSiS _ ^ 
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VAUGHN F. JOHNSON, seller v 
'iyfARl/AKET JOUnpOK, Sdler 
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JACKIE KAY HOFFj>!/xiNyBuyer 
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EXHIBIT MAM 
ARCEL 1: 
O.'LMEi.'CKiC at a point 524.03 feet North and 2 rods West from the Southeast 
orner of the Southwest Quarter of Section 3, Township 1 South, Range 1 
'est, Sf.lt Lake Vase and Meridian and running thence West 58 rods; 
her.co North 3.11.88 feet; thence East 58 rods; thence South 111.83 feet 
.o the point of BEGINNING. 
:>:CLPTIXG THEREFROM any portion lying within the bounds of Redwood Road* 
PARCEL 2: 
DHCINXIXO at a point 474,03 feet North and 33 feet>;est of the Southeast 
:orner of the Southwest quarter of Section 3, Township 1 South, Range 1 
i-Jest, Salt Lake Meridian, and running thence North 50 feet; thence West 
58 rods; thence South 50 feet; thence East 58 rods to the place of 
beginning. 
E/XEPIIKG therefrom the following described property: 
Right of Kay for highway known as F. A. Project No. 229 across the 
grantors land in the Southeast quarter Southwest quarter of Section 3, 
Township 1 South, Range 1 West, Salt Lake Meridian. Said right of way 
is contained within a parcel of land.50 feet wide, 50 feet on the Vest 
side of the center line of survey of said project.^ Said center line is 
described as follows: 
Beginning at the intersection of the North boundary line produced of 
said grantors land and said center~llne of"survey at Engineer's•Station 
4 7*03.83, which point is approximately 6 feet East and approxinately 
52-».Q3 feet, North 0°03f08" West, along the city monument line of Redwood 
Koud froD the South quarter corner of said Section 3: thence South 
Gc03fC&" East, 50 feet, along said city monument line to the intersection 
of said center line of survey at Engineer's Station 47+53.88 and the 
South boundary line produced of said grantors land, as shown on the 
official tap of said project on file in the office of the State Road 
Cc:>-.-:is*ion of Utah. 
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KilOW ALL KEN BY THESE PRESENTS: 
That VAUGHN F. JOHNSON and MARGARET JOHNSON, husband and wife, 
and VAUGHN JOHNSONS & SON'S INC. the SELLERS, for all and in con-
sideration of the sum of SEVEN THOUSAND DOLLARS ($7,000.00) to be 
paid in sixty (60) equal monthly installments of ONE HUNDRED FORTY-
EIGHT and 73/100 DOLLARS ($148.73) by DENNY M. HOFFMAN and JACKIE 
KAY HOFFMAN, as joint tenants, the BUYERS, have bargained, sold, 
assigned and transferred, and by these presents do bargain, sell, 
assign and transfer unto said BUYERS the SELLER'S title and interest 
in and to the following items: Service and Installation Ledgers; 
Office equipment; Shop equipment; Parts equipment and supplies; any 
and all material inventories. 
IN WITTNESS, the SELLERS have executed this Bill of Sale this 
(S -~ DAY OF October, 1985. 
^ ^ s Mi'd-*' 
,/ 
VAUGHN F./J0HNSON 
'~> : 
I ll I / 
MARGARET JOHNSON 1", 
CHA1HV.AM OF THE BOARD 
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AHMtNUlA u iraye 1// 
2..? 2 Ridge Power vices 
2... 3/3 Reversible drill 
1 C 0 Tester 
2 Hand Stand vice 
k Set Cutters 
** Set 1/2 to 2" Threaders 
1 1 1/2 bender 
3. • •'••« • ......... i/2 Conduct benders 
2.. • 3/^ conduct benders 
7• • • • ...... Hand Saws 
1 Portable Heater: 200,000 BTU 
1 Portable Heater 100,000 BTU 
it.... Propane Torch 
1. •••••• .Propane Tank 
1. • Volume Aire Air Balancer VA 105 
1 Pin Spotter 
7 Tables 
1 2M Combination "Threader ""' 
Pipe fitting and nipple 
Round Gal, pipe 
Metal **xl0 26G ZkQ ect 
2 Sets y ruler 
Hand tools sockets 
3- Desks 
3- • • • •. Office desk chairs 
6# ...............Black chairs stack 
2 Metal chairs 
2. Typewriters 
2 . Typewriter stands 
3» • • • • Book cases 
1 . Couch 
2 File cabinets 
1 Table (Kitchen) 
l> ...Chairs (Kitchen) 
A-i-r Homme ssor 0 0 7 0 
3% • • • < ' • • « . • • • • • • • ' • • Ha::.r,or dri l i s 
1 • Copier machine 
1, . . • Re f r idge ra to r 
1 Por t ab le Spot Voider 
3 « Calculators 
i Self Unit 
1 2 Selfed Unit 
*' % ..•••.••••... . Vacurne pumps . 
1 %..... .........•52M tennsmith shser 
1 36fl tennsnith shser 
2% • . Connecticut, fir.gsr brake 
1 bar folder 
1 % rolling slitter 
i%....... .10f national brake 
1% 8f chigago braks 
1. ark welder 
1 * standard torch 
1 portable torch 
"1. .
 # • • adjustable drill press 
1 lock former 
1 .Square mouth shovel 
1 . . . . . . . . . . . . . . . . . . . . . 'Spade shovel 
1 • Angle d r i l l 
i hydcrolic lift 
1 500 gal. propane tank 
?• • hole hog drills 
2» • saulz all 
* • • o chop saw 
"•• p tanks 
1
 . • .. air pump 
2 j/k crimpers 
2» j crimpers 
1 • • PQly cutter 
c 
J* • * . pov,*ere cords 
1 timber vrolf 
Vehicles 
19?3 CMC Van 
